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SUBJECT: ECONOMICS OF NEW "AGUINALDO" PAYMENT 
REE: BA-2320 

SUMMARY: GOA DECISION TO GIVE WORKERS ADVANCE HALF AGUINALDO 
PAYMENT IS EXCELLENT POLITICS, BUT BAD ECONOMICS. FURTHER 
EXPANSION PURCHASING POWER THIS TIME LIKELY AGGRAVATE SUPPLY 
SHORTAGES AND INCREASE INELATIONARY PRESSURE. END SUMMARY. 

1. GENERAL PERON SHORTLY PRIOR TO DEATH, AGREED CGT REQUEST 
SPECIAL BONUS FOR LABOR IN FORM ADVANCE PAYMENT OF 

THE HALE-MONTH BONUS PAYMENT (HALF AGUINALDO) DUE DECEMBER. 
GOA RECENTLY GAVE OFFICIAL BLESSING TO THIS BONUS, AND PAYMENT 
IS TO BE MADE WITH JULY SALARIES. NORMAL HALF AGUINALDO WAS 
ALREADY PAID JUNE. MOVE IS GOOD POLITICS DESIGNED WITH LABOR 
SUPPORT SOCIAL PACT AND STRENGTHEN ORTHODOX CGT LEADERSHIP. 
HOWEVER, IT IS BAD ECONOMICS UNDER PRESENT CIRCUMSTANCES. 

2. HALF AGUINALDO CONSTITUTES ADDITIONAL EXPANSION PURCHASING 
POWER WHICH LIKELY FURTHER AGGRAVATE SUPPLY SHORTAGE PROBLEM. 
FINANCING AGUINALDO PAYMENT WILL REQUIRE EURTHER INCREASE MONE- 
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WILL BE INCREASED. MOREOVER, AGUINALDO PAYMENT WOULD APPEAR TO 
PENALIZE MORE LABOR INTENSIVE INDUSTRIES WHICH CONTRARY GOA 
POLICY. 

3. ADVANCE HALE AGUINALDO PAYMENT REALLY EQUIVALENT SALARY 
INCREASE OE ABOUT 4 PERCENT ON ANNUAL BASIS. THIS INCREASE 
COMES ON TOP OP APPROXIMATE 18 PERCENT INCREASE GRANTED APRIL, 
AND NORMAL AGUINALDO ALREADY PAID IN JUNE. TOTAL COST AMOUNT 
9 BILLION PESOS EXCLUDING PAYMENT TO PENSIONERS WHO WILL ALSO 
BENEPIT. PRIVATE SECTOR WOULD PAY ABOUT 70 PERCENT, PUBLIC 
SECTOR ABOUT 30 PERCENT ADDING ROUGHLY 2.7 BILLION TO PUBLIC 
SECTOR CURRENT EXPENDITURES. 

4. DATE TEND TO SHOW REAL INCOME OP SALARIED CLASS ALREADY HAD 
IMPROVED PRIOR TO NEW AGUINALDO PAYMENT, ALTHOUGH THIS CONCLU- 
SION DEBATABLE. AVERAGE REAL INCOME OF SALARIED CLASS DURING 
PIRST SIX MONTHS 1974 UP 14.8 PERCENT OVER AVERAGE POR PIRST 

SIX MONTHS 1973, BASED ON OFPICIAL STATISTICS. HOWEVER, THIS 
PIGURE OVERESTIMATES REAL GAINS BECAUSE OPPICIAL PRICE INDEX 
DOES NOT MEASURE TRUE INPLATION RATE, AND WORKERS ALSO PACED 
WITH SHORTAGES AND QUALITY DETERIORATION. 

5. ONE PREOCCUPATION OVER NEW PAYMENT IS POSSIBLE IMPACT ON 
PRICES WHICH HAVE INCREASED RAPIDLY IN LAST PEW MONTHS FOLLOWING 
APRIL WAGE INCREASES AND SUBSEQUENT ADMINISTERED PRICE INCREASES. 
BUENOS AIRES COL PRICE INDEX INCREASED 2.8 PERCENT APRIL; 

3.3 PERCENT MAY AND 3.8 PERCENT JUNE. OPPICIAL COL INDEX SHOWS 
OVERALL 6.9 PERCENT PRICE INCREASE POR FIRST HALF OF YEAR. 

INDEX WITHOUT SEASONALITY, WHICH A BETTER INDICATOR, SHOWS 
10.8 PERCENT INCREASE DURING PIRST HALE YEAR. GOA WILL DO WELL 
HOLD PULL YEAR INCREASE IN COL INDEX IN 20-25 PERCENT RANGE. 

6. RESPECTED RESEARCH INSTITUTE HERE HAS CALCULATED THAT EACH 
1 PERCENT INCREASE IN WAGES LIKELY TO PRODUCE ABOUT .5 PERCENT 
INCREASE IN TOTAL COSTS. THUS 4 PERCENT WAGE INCREASE UNDER HALE 
AGUINALDO WOULD RESULT IN APPROXIMATE 2 PERCENT OVERALL PRICE 
INCREASE IP FIRMS ALLOWED TO PASS ALONG COST INCREASES VIA 
PRICE HIKES. 

7. METHOD OP PINANCING NEW GAUINALDO AND WHO IS GOING TO PAY 
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COSTS ARE MAJOR UNRESOLVED ISSUES. MOST FIRMS ARGUE THEY NOT 
IN POSITION TO MAKE PAYMENT, ESPECIALLY ALTER JUST PAYING 
AGUINALDO IN JUNE, WITHOUT MAJOR NEW CREDIT PACILITIES PROM 
CENTRAL BANK, AND/OR PURTHER PRICE INCREASES. CENTRAL BANK 
AUTHORITIES NOT HAPPY ABOUT MONETARY IMPACT OP NEW MEASURE, 

BUT LIKELY END UP PINANCING CONSIDERABLE PORTION OP AGUINALDO 
PAYMENT ANYWAY THROUGH NEW CREDIT PACILITIES. 

HILL 
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